International 
Marketing Information 
Series 


a 


Foreign Economic Trends 
and Their Implications 
for the United States 


MARCH 1988 
GUINEA 


FET 88-31 
Frequency: Annual 
Supersedes: 87-27 


PREPARED BY 
AMERICAN EMBASSY CONAKRY 


yt OF 
fw 
OF 
SE) 
U.S. DEPARTMENT OF COMMERCE. 


International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents. GPO. Washington, D.C. 20402. Annus! subserip- 
tion, $49.00. Foreign mailing $13.25 additional. Single copies, $1.00, availabie trom Pubheations Sales Branch, 
Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





ihe 

GUINEA: KEY ECONOMIC INDICATORS 

Area: 95,000 square miles, about the size of Oregon 

Population: approximately 6 million ' 

Official exchange rate: US$1.00 = GF 440 (January 1988) 

Per capita Gross Domestic Product: about $285 (1986) 

Year 1985 1986 1987 (est.) 
(millions of U.S. dollars) 

National Accounts 

Gross Domestic Product 

Agriculture 44% 


- Industry 28% 
Services 28% 


Balance of Payments 


Exports fob 
Imports cif 


Trade Balance 

“Services and Private Transfers 

Official Transfers 

Current: account balance 

U.S.-Guinea Trade 

Uss. Exports to Guinea fas 35.2 


U.S. Imports from Guinea cif 120.8 
Trade Balance -85.6 


U.S. Share of Guinea's imports 6% 

U.S. Share of Guinea's exports 23% 

Principal U.S. Exports: rice, used wearing apparrel, chemicals, 
industrial machinery 


' Principal U.S. Import: bauxite 


Data for Guinea have been compiled from the World Bank, 


International Monetary Fund, U.S. Department of Commerce, and 
Embassy estimates 





Summary 


In 1987, Guinea's ruling Military Committee for National Recovery 
continued implementation of economic and administrative policy 
reforms to promote private enterprise and to reduce the role of 
the state in the economy. The most notable results of the re- 
forms are evident in Guinea's agricultural production, which has 
increased markedly since 1985. Restructuring of Guinea's civil 
service and privatization of many of the country's former state 
enterprises continued during the year. The reform program has 
come up against tough obstacles, primarily due to the lack of 
highly skilled managers and the reluctance of certain policy- 
makers to implement far-reaching reforms. 


In spite of its enormous natural resources and economic 
potential, Guinea remains very underdeveloped. Transportation, 
communications, and industrial infrastructures are improving 
slowly but do not meet demand. Trained managerial and technical 
personnel are lacking. Yet, Guinea has secured substantial 
foreign assistance to help in its intense development efforts. 


Current Economic Situation and Trends 


Agriculture: Most of Guinea's primary sector output is from 
subsistence agriculture, on which four out of five Guineans rely 
for a living. As a direct result of Guinea's free market poli- 
cies and favorable rainfall, agricultural output grew signifi- 
cantly in 1986 and 1987. Guinean coffee and rice production 
improved dramatically as a result of liberalization. 


Still, Guinea is far from reaching its full agricultural 
potential. Much of the country's arable land is not under 
cultivation. Guinean farmers do not have access to sufficient 
credit or agricultural inputs to ensure food self-sufficiency. 
As a result, Guinea will remain dependent on food aid. 


The World Bank estimates that Guinea's annual ocean fisheries 
potential exceeds 200,000 tons. Many of the species found in 
Guinean waters, which are among the richest in West Africa, are 
of high commercial value. Guinea's artisanal fishermen catch 
only about one-eighth of the estimated potential yield. The 
Guinean Government is committed to improving surveillance of its 
coastal waters and to enforcement of industrial fishing 
agreements with foreign partners. 


Industry and mining: Mining, particularly of bauxite and 
diamonds, contributes more than 90 percent of total exports and 
over 80 percent of government revenues. Although output of the 


bauxite mines increased in 1986 and 1987, government revenues 
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from bauxite will decrease in 1988 due to modifications in the 
taxation of bauxite exports and market conditions. The impor- 
tance of Guinea's large-scale diamond operation is growing, 
nevertheless, and industrial gold mining is about to begin as 
well. Significant amounts of gold and diamonds are still mined 
clandestinely, however. 


The Compagnie des Bauxites de Guinée (CBG) exploits high grade 
deposits near Boké in northwestern Guinea. CBG is a joint 
venture between the Guinean Government (49 percent) and Halco 
Mining, Inc. Halco's shareholders are Alcoa, Alcan, Aluminia, 
Pechiney, Billiton, Vereinigte Aluminium-Werke, Commonwealth 
Aluminum and Reynolds. Annual production capacity is over 10 
million tons. Most of CBG's production is sold to the Halco 
shareholder companies on long-term contracts. 


The Guinean Government also owns 49 percent of Friguia, a 
bauxite mining and aluminum refining company at Fria, jointly 
owned by Frialco, a consortium which includes Noranda, Pechiney, 
British Aluminium, Alusuisse, and Vereinigte Aluminium-Werke. 
Annual capacity production at Friguia is 700,000 tons of 
alumina, most of which is sold to Frialco partners. 


The Kindia bauxite deposits are mined by Office des Bauxites de 
Kindia (OBK), a Guinean state company managed with Soviet tech- 
nical assistance. The mining installation and infrastructure, 
including the railway linking the mine site to the port of 
Conakry, were financed with Soviet loans. Annual production 
capacity at OBK is estimated to be 3 million tons. Almost all 
of OBK's bauxite is exported to the U.S.S.R.: 56 percent of 
export proceeds are for Guinea's debt repayment to the U.S.S.R., 
and 44 percent are for purchase of goods and services from the 
U.S.S.R. 


Industrial mining of diamonds is carried out near Banankoro by 
AREDOR, a company equally owned by the Guinean Government and 
Aredor Holdings, Ltd., an Australian company whose shareholders 
are Bridge Oil Ltd., Bankers Trust (Australia) Ltd., and 
Simonius Vischer. Peak production is estimated at 220,000 
carats annually. Over 90 percent of AREDOR production is gem- 
quality. Diamonds are second to bauxite and derivatives as 
Guinea's most important source of income. Aredor also began 

a gold recovery operation at the end of 1987. 


Gold is mined by artisans on a small scale and traditionally is 
sold clandestinely. To capture some of the foreign exchange 
earning from gold sales, the Central Bank of Guinea authorizes 
commercial banks to purchase gold on its behalf from sellers 
who can remain anonymous. Banks can pay up to 50 percent of 
the selling price in hard currency. The opening of commercial 
bank branch offices in towns throughout the interior of Guinea 
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in 1987 has facilitated the government's revenue collection from 
the proceeds of gold sales. 


The Société Aurifére de Guinée (SAG) was set up in 1985 to mine 
gold industrially near Siguiri. The company is a joint venture 
to be operated by Union Miniére of Belgium. SAG expects to 
mine up to 2.5 tons of gold per year. 


The Guinean Government hopes to develop, jointly with Liberia, 
the rich iron ore deposits on the Guinean side of the Guinean- 
Liberian border at Mount Nimba. However, slack international 
market conditions, lack of financing and long-term contracts 
have made the future 'of the Mifergui-Nimba project uncertain. 


Manufacturing in Guinea, which accounted for less than 2 
percent of GDP in 1986, according to World Bank data, is 
limited primarily to agro-industry, construction materials, 
and consumer products for the domestic market. The Guinean 
Government has sought foreign investment in manufacturing as 
part of the privatization of many state-owned industries. 
Shortages of trained managers, unreliable supplies of spare 
parts, fuel, water, electricity and raw materials, and grossly 
inadequate road and telecommunications networks have hindered 
the development of manufacturing in Guinea. 


Trade, transportation and services account for about one- 
quarter of Guinea's GDP. Commercial activities dominate and 
comprise the third most important economic activity in the 
country. 


Money and banking: The official exchange rate for Guinea's 
currency, the Guinean franc (GF), is set weekly by auction at 
the Central Bank of Guinea. At the beginning of 1988, the U.S. 
dollar was worth GF 440 officially. An unauthorized parallel 
market for foreign currency exists as well. The import and 
export of Guinean francs is prohibited. 


Guinea's commercial banking system, restructured in 1985 and 
1986, has been an essential element in promoting trade and 
investment. The opening of bank branch offices in 1987 
throughout the country has extended further the benefits of 
reform to Guineans outside Conakry. 


Trade and payments: In 1987, Guinea remained extremely depen- 
dent on mining exports for government revenue and for foreign 
exchange earnings. Guinea's principal markets are the countries 
of the mining venture participants: the United States, Canada, 
Western European countries, and the U.S.S.R. The Guinean 
Government is implementing measures to encourage diversification 
of exports, particularly in fisheries and agriculture. The 
country is faced with a major decrease in foreign exchange 
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earnings from bauxite mining due to agreements modifying 
taxation of bauxite exports. Bauxite and alumina exports are 
expected to drop by about $100 million in 1988, according to 
government projections. Coffee exports are expected to rise 
sharply, and increased production of tropical fruit and palm 
kernels should contribute to significantly larger agricultural 
exports in coming years. 


Guinea's most important imports are foodstuffs, fuel, textiles 
and clothing, transportation equipment, construction materials, 
and spare parts. Guinea's main supplier, France, accounts for 
over 30 percent of total imports. The United States accounts 
for about 15 percent. 


The Guinean Government's overall financial balance is negative. 
Calendar years 1988 and 1989 will be critical. The annual 
deficit is expected to equal $130 million equivalent, due to the 
drop in bauxite revenue. Guinea's trade balance will continue 
to deteriorate in the short term. Import values are increasing 
at about 10 percent per year. Guinea's current account deficit 
will worsen progressively, following the trend in the trade 
balance, and the country will continue to rely on external 
financial assistance. 


External debt: Guinea's medium- and long-term foreign debt 
approached $1.5 billion (273 percent of merchandise exports) at 
the end of 1986. The bulk of this debt is contracted on conces- 
sional terms. Approximately one quarter of this debt represents 
loans from the U.S.S.R., one quarter from other donors outside 
the Paris Club, one third from Paris Club donors, and about one 
fifth from multilateral financial institutions. During 1986 

and early 1987, Guinea took several steps to reschedule its 
external debt with the Paris Club and with its bank creditors. 
Guinea has pursued its refinancing efforts with other creditors 
as well. 


Implications for U.S. Business 


The Guinean Government's efforts to diversify exports, promote 
private investment, and reduce the role of the state in 
commercial activity are having significant impact on the 
country's growth and development. 


Investment: Two of the most dynamic sectors for potential 
investment are fisheries and public works projects funded by 
multilateral donor organizations. In addition, agribusiness 
will benefit from gradual reconstruction of Guinea's transpor- 
tation infrastructure. Other opportunities will exist in small- 
scale industry. The 1987 Guinean Investment Code contains 
incentives for small businesses and development of rural areas. 
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However, outside of the mining enclaves, the absence of reliable 
transportation, communications and energy infrastructure in 
Guinea, and the lack of highly skilled managers are constraints 
which potential investors must take into account. Guinea is 
also rebuilding its legal and administrative institutions. The 
absence of a legal land tenure, ownership, and title system in 
Guinea complicates investor acquisition of rights to land. 
Potential investors must realize that the general weakness of 
the Guinean legal and administrative framework can lead to ad 
hoc arrangements not based on merit. 


Trade: Guinea imports many personal computer products and much 
of its food. Mining companies import large amounts of heavy 
equipment and supplies for their operations. With the drop in 
value of the U.S. dollar, many Guinean importers have expressed 
growing interest in seeking U.S. suppliers. U.S. exporters are 
urged to insist on an irrevocable letter of credit, confirmed 
by a U.S. bank, before shipping products to Guinea. 


In December 1987, the Export-Import Bank of the United States 
(Eximbank) reopened for short term insurance coverage in 
Guinea. Coverage is limited to private sector imports under 
irrevocable letters of credit. Personal consumer products, 
spare parts, chemicals and other private sector imports would 
be eligible for consideration. Further information is 
available from Eximbank. 


Willingness to correspond and to provide promotional material 
in French is of key importance to firms wishing to enter the 
Guinean market. U.S. businesses will continue to face stiff 
competition from French and other European suppliers who have 
long-standing historical, linguistic and cultural ties to 
Africa. 
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